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Japanese proposals for a demilitarized zone finds sufficient explana-
tion in the fact that Russian strength along the frontier line was
fundamentally static, being in the form of military bases, while
Japan's strength lay in her railways and roads as aids to mobility in
a region which was devoid of important towns and of military con-
centrations.

The reluctance of Japan, in her turn, to respond to the Russian
invitation to enter into a pact of non-aggression was due, as already
mentioned, to Japan's desire for a prior settlement of existing dis-
putes. Of these the two which in 1934 assumed the greatest impor-
tance had to do respectively with the Chinese Eastern Railway1 and
with the Japanese leases of fisheries in Russian waters.

At the close of 1933 the negotiations for the sale of the railway
were still in the state of suspension into which they had fallen after
the arrest of Soviet railway officials by the Manchurian authorities
in the autumn of that year.2 Their release in April 1934 opened the
way for a resumption of bargaining; but almost immediately a fresh
deadlock supervened over the question of price. In July the Japanese
made an offer, described as 'final5, which was not accepted in Moscow.
Meanwhile, the revival of reciprocal charges of incitement of train-
wrecking and connivance at sabotage, fresh cases of arrest of Russian
employees (followed, it was alleged, by maltreatment and torture),
and, finally, the resuscitation in Moscow of rumours of Japanese plans
to make a forcible seizure of the railway, brought the situation once
more to a critical state; but once more, as in the previous autumn, the
crisis was relieved by a series of personal conversations between Mr.
Hirota and Monsieur Yurenev, the Soviet Ambassador in Tokyo.
The official negotiations were taken up again on the 21st September,
and from this point onwards rapid progress was made towards
the bridging of the gap in price between offer and counter-offer. By
the middle of September this gap had shrunk from approximately
580,000,000 yen, the amount at which it had stood at the beginning
of negotiations in the previous June, to 40,000,000 yen. By the end
of the month further concessions on both sides had eliminated this
difference, and agreement in principle was soon afterwards reached on
the basis of a payment by Manchukuo to the U.S.S.R. of 140,000,000
yen for the railway, one-third to be in cash and two-thirds in kind,3
with a further 35,000,000 yen to be paid in compensation to dismissed

1 The Government of Manclmkuo renamed the railway the 'North Man-
chuxia Railway'.

3 See the Surv&yfor 1933, p. 527.

9 To be taken out in imports into Eussia of rice, tea, silk, beans, ships and
boats, electrical machinery, tools and copper.